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= We are on our way io
developing the next RTP

= We are facing many
challenges that we need
to communicate tc you
and seek guidance from
you

« We are doing things a
bit differently this time
with FINANCE

= Al of us have heard a lot
about “innovative

financing”, “public private
partnerships”

= Today, our speakers will try
and clarify these and other
terms and engage you in
policy related discussions

= We do not need final

decisions from vou today,
but we want your feadback!




Today's agenda:

= Brief Summary of 2084
RTP and Key Changes

= Transporiation Finance ~
Laying out the foundation
fof Infiovative Finance

= Examples of innovative
Financing Strategies

= Discussion

Cur speakers:

= D, Brian Taylor {UCLA}
= Jamess?ﬂaming {Sperry

Capital}

= Tarek Hatala (System Metrics
Group}
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=& quick refresher on
the financia! component
of the 2004 RTP

=W hat has changed
since the adoption of the
2004 RTP?

=What can you expectin
the nexi RTE?

= Despite the ever increasing
share of locat funding
sources, the base revenues
were harely encugh to meet
funding commitments.

County Baseline Committed Het
imperial 81.05 $0.80 $0.28
Los Angeles $76.01 39158  ($5.58)
Crange $20.50 51580 24.70
Riversice $12.08 $5.63 $6.08%
San Bernardine  $8,0C $10.82  (852.82)
Venturs $2.70 8248 £0.22

fiagionat Total  $120.35 $t17.82 g272




$120.4 Billion

(20922033}
State Foderal
15%, o 10%,
31758 / $19.2

=The baseline funding alone
could not address the
federal requirements, nor
address the serious
transporiation challenges
facing the Region.

Population Growth  Container Trade increasing
Growth Congestion

= innovative and aggressive
strategies were developed
and adopted:

Public Funding  $31B

Local Transportation Sales Taxes

#aximize Motor Yehicles Fuel
User Fee Revenue

Development Kitigation Fee
Private/Other Funding  $62B
HOT lanes

iser-Fee-Supported Regionai
invesiments

Public-Private Partnerships
h




= The funding picture has
improved to some extant:

5 Yoters approved eales taxes for
transporiation in San Bernardine,
Riverside, and Orange counties

= Prop 42 funding is more seowrs

= -Bond funding will provide
additionat near term funding for
congestion relief, goods
7 %, and environmenta|
mitigation

= {n the 2008 RTE, sxpect 1o sse:

= Higher public funding levels for
mutti modal investments
compared o the 2004 RTP

= Unfortunately, the costs for
transportation projects has
outpaced the revenue increases
{e.g., due to commodily price
increases)
Current
2061 Estimate Biff.

1i¢CarpooiLanes  $441.7  S781.3 $338.6

1405 Carpooi Lanes $152.7  $205.9 $53.2

5 Carpool Lanes  $425.5  $867.6 $442.1
= Additional air qualit

requirements {e.g., gM 2.5}
have been legislated

= SAEFTEA-LU requires more
detail to demonstrate RTP
fiscal constraint

= Significantly more detail in the
finance plan, especially in the
private/other funding
component

= Business pians io
demonstrate that these
projects can be implemented
in the time frames defined

= Along the way, you will lkely
face fough choices o mest air
guality attainment
reguirements.




Pulting Transportation Finance
in Context:
How We Got Here,
and Where We are Headed

4 Presentation fo the Southem Califomis
Assocstion of Governmers

1 March 2007

Brian D, Tayior, PRD, AlGP

Overview

¢ Transportation finance system
widely perceived as in crisis

Brian 0. Tayior, 8hD, AICP

indexed trends in trave!l and fuel
taxes in California

2005
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Briar: 0. Taylor, Phb, AICP




Changes in Per Gallon Fue! Taxes Requived in 2000 to Pestore inflation-
Adiusted Revenues per Vehicke Mile of Travel to Level of Prior Years

Fuel Yax por Gallon

SBran D, Taylor, PhD, AICP

Overview

= Transportation finance system widely
perceived as in crisis

s More openness 1o innovations in
transportation finance today than in
years past

Srian D, Tavios, PhD, AICP

Overview

« Some approaches, like bonds and
sales faxes, shift transportation finance
away from user fees and toward
general instruments of taxation

« And, in doing 8o, make fransportation
part and parcel of broader, often
partisan, debates over iaxation and
public finance




Overview

¢ Other approaches focus on new ways io
lect and target user fges

e Tum to new forms of user fees enabled
by new elsctronic tolling technologies,
and target! thelr use {o increase their
popularity

w
3
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for, Phiz, AICP

Overview

e What does the future hoid?

- More borrowing and general tax revenues for
transportation?

~ increasingly targeted, electronically coliected
user fees?

— A bit of everything?

« To ook forward it sometimes helps fo icok
back

Brian D. Tayier. PhO, AICP

How did we get here? 4 eras

= Establishing Roles and Principles (1820-1945)

* Mass Production of Highways (1845-1970;}

« Fiscal Retrenchment/Rise of Multimodalism (1970-
1980)

¢ Era of Ad Hoc Proiects and Finance (1980-2010)

- User iee logic erodes in favor of bonds and increasingly
iocal general taxes

- Rise of voler-approved project funding and sarmaking
ni

~ increasing planning authority and funding responsibility
at the regional lavel

Srian O, Tayior, FhD. AICE




Premise:

Four fundamental guestions
about transportation finance
have and still underlie nearly
ail transportation policy
debates

Brian D. Tayior, Phil, AP

Four basic questions

@

Who should pay for transportation?

@

How should they pay?
e Where should funds be expended?

» What systems, modes, or projects shouid
receive priority?

Srian D. Tayior, PhD. AIGP

Fundamental Questions: Who?

» Shotild transporiation sysiem users pay
fees to travel?

» Or shouid everyone pay for transportation
sysiems through general instruments of
taxation?

= Should people pay for transportation
sysiems based on ability t¢ pay? Benefils
received? Cosis imposed?

Brian . Taylor, PhD, AICR




Fundamental Guestions: How?
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Srian I Tavior, Pl

Fundamental Questions: Where?

e Should fransportation taxes and fees
collected in one jurisdiction be spent in
other places?

—1f s0, on what basis shouid the funds be
geographically redistributed?
« From have-nois to haves?
—f not, what is the rationale {or a federal {or,
for that matter, state) finance program?
o Why not finance everytning lccally?

Brian D. Tayhr, PhD, AICP

Fundamental Questions: What?

¢ Should streels and highways receive priority
because they are so heavily used?

ic transit and ﬁicvcﬁ" receivs
nf‘i{y

Or should publ

¢ Should ws focus on the movement of people and
icave goods movement largaly (o the private
sector?

= Or should we focus on the movement of goo
mitigate externalities aﬁd facilitate uO'?‘mevce’?

Brian 2. Tayier. PhD, AICP

81}



Fuel taxes, sales taxes, iolis...

User Fees and General Taxes in Transporiation

Finance
Expenditures: |Expenditures:
Transportation | Non-
Purposes Transportation
Purposes
. Transportation User | Transporiation Taxes
Revenues: Fees for Generat Purposes
Tr ansportation ootor fuel taxes for «Fuel taxas for defick
Sources highways and transit raduction
+Transit fares sParking metar revenue o
oBridga tolls te retire bonds | fund lbraries
. General Taxes for General Taxes for
Heven ues: Transportation General Purposes
Non- «Sales taxes dedicatad to sincome taxes for sducation,
Transportation tfransportation welfare, and naticnal
«General sbligation bonds defense
Sources for fransportation

Erian 0. Taylor, , BICP

Transportation Finance at a Crossroads:
Which Way Do We Go?




Three Future Scenarios
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towards general fax sevenue
transportation

- Feas disconnected from use

~ Trend towards ad foc, project-based
transportation planning

— Daclining faderal role

= Yet many of the 8-decade-old arguments for
avoiding general laxes and bond finance for
transportation stff hold today

Transportation sales taxes:
The pros

A politically popuiar way 1o raise money

Enacted by volers, they are a form of direct
democracy

Tend {o keep the revenue at home

Often linked to projects, they tend to fund
projects favored by voters

Are relatively easy to administer

Are dedicated to transportation

Can raise a lot of revenue relatively guickly

Sran D. Tayior, PhD, AICE
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Transportalion sales taxes:
The cons

Cne-time actions/fixed-terms make them
unreliable and inhibit long-range planning
Links 1o specific projects makes it difficult o
adapt to changing circumstances

Geographic restrictions can keep mongy from
going tc most needed projects

Most popular projects are often not the most
gftective project

Sales taxes are doubly regressive

No link to system use: user fee principle is lost

I

7, Phiy, AICE




Bonds for transporiation:
The pros

= Most politically palatabie

« Often lustified for large, “lumpy”
investments with long usetul lives

« Allow rapid acceleration of nesded
projscis

s Tax-exempt stalus lowers financing costs

= Obligations guaraniee future expenditures
on ransportation

Bonds for transportation:
The cons

¢ An expensive way to avoid make tough choices

s Transportation expenditures less “lumpy,” which
undermines borrowing logic

* May weaken our financial position in the future

¢ May ultimately build less, albeit more quickly

« Will compete with other governmental programs for
revenues in the coming years

« May weaken fiscal discipline by funding popuiar,
ineffective projects

s General obligation bonds unrelated to system use:
User fee principle lost

Three Future Scenarios

2. Summon political will to increase fuels tax
~ Perhaps sufficient for a couple of decades
- Would need o be revisited with rise ¢f alternative
fuel vehicles
- FRegional taxes possible, but a very tough road o
hoe politically

= Won't help manage congestion and regular
increases in levy (0 keep pace with inflation,
travel is a tough political hurdle — no state has
done #

Srian . Tayior, Phl, AICP




Fuel tax increase: The pros

s Fusl taves are an established revenue-raising
method

s Widespread support for new iransporiation
investments makes this 3 good time 1o seek an
increase

« Reising the lsvy is administratively simple

s Raising the fuel tax encourages increased fus!
aificiency

e indexing could eliminate the need for freguent
increases

+ Fuel taxes have iong been viewed as fair

Fuel Tax Increase: The cons

s \oters generally prefer sales tax increases
and borrowing

« Recent increases in fuel taxes make this the
wrong time to seek an increase

» Fevenues can slip as fuel efficiency increases

« Per gallon levy reguires reguiar, unpoputar
increases 1o keep pace with costs and travei

« Fuel taxes disproportionately burden poor
drivers

Briar: D. Taviur, PhD, AICP

Three Future Scenarios

3.8hift to slectronic tolling as inevitable
successor fo the fuels tax sconer rather
than later
~ Viable over the long term, regaraless of
fuel type / economy
— Reinvigorates user-pays principle, opens
the door to many innovative pricing
siraisgies
- Inevitable clashes with various interest
groups favered under current system
 Increasing number of successful
experiments, but much political wariness
remains

Seian D Tayior, P, AICP




Variable tolls/fares: The pros

s Variable pricing can influence system periormance
than system use

s Can greatly increase system efficiency thereby raduce
“needs”

Linking p oaid by travelers to the costs they

-

grassive” than fuel or,

= Voter/moiorist cpposit
i tolling
g
> New technologies make variable twlisffares much
sasier to implsment
s Can substantially reduce snvironmental impacts

with exposure

Brian D. Tayler,

Yariable tolis/fares: The cons

« Some forms of toiling raise privacy concerns

« Many direct user fees are unfamiliar, raising suspicions
among voters and elected cofficials

« Variable tolisfares raise more equity concerns than
other torms of finance

¢ Tolls are politically difficult to enact

s Some see variable tolis as double taxation

* Implementing variable toils/fares are substantially more
complex to implement than other forms of finance

« Because they are variable, there is no guarantee that
tolis/fares will be set to improve system performance,
equity, or environmental impacts

Briai: 0. Tayior, Phb. AICP

But lsn’t Pricing Just Social
Engineering?

« Public Policy Always Prices Transporiation
- Any transportation finance sysiem (even one
that is free to travelers) prices trave! and
influences travel decisions accordingly

= Thus “needs” cannot be considered apart
from how iransportation is priced
~ Though many public officials insist on frealing
the demand for fravel as if it were unrelated to
the price of travs!

1C



But what about public-private
parinerships?
« Much confusion hers
« Mot a revenue-generating technigus per se
= A philosophical and managerial decision
regarding the division responsibiiity
between the public and privale seclors
— Private provision

— Public provision

- Joint public/private provision

Bran O. Tayior, Phiz, AICP

Not a revenue-generating
technique per se

» A philosophical and managerial decision
regarding the division responsibility
beiween the public and privale sectors
— Private provision
— Public provision
~ Joint public/private provision

¢ Thus, philosophical and managerial
choices -~ and not fiscal exigency — shouid
guide the choice over the appropriate
public and private roles in transportation

Brian O. Tayior, PhD, AICE

But what about public-private
partnerships?

« Why does government get involved in
transportation at alf?
~Why not leavs it all to the private sector?
e Three principal reasons
- Public goods
~ barket fallures
- Redistribution

11



« Consider freeways and public transit
- Access to them can be limited

can be chargad directly for and proportionally
¢ S
— Economists consider them guasi-public, or “ciub
goads”
i vier, PhD, AICP

Public goods

s Consider freeways and public transit
— Access to them can be limited
- Consumption of them can affect others (i.e.
congestion)
— Pesople can be charged directly for and
propottionally their use
— Economists consider them guasi-public, or
“club goods”
« So whether public or private or
public/private provision is the way to go is
a philosophical and managerial decision

Brian D. Taylor, PhD, AiCP

Market faliures

» While many of the costs of travel {vehicles, fuel,
insurance, sic.; are paid by travelers, many are
not

« Govemnment can correct for the faliurs of
markets to account for these cosis in a variety
of ways

- Reguiations {safety, emissions, eic.)
- Taxes and fees motivate users {o drive ciganar cars,
at fess congesisd timss, etc.

12



+ While marksats can bs extracrdinarily efficiant, thay

_ 1 5- i because
heir controt

= S0 one of the principal rationales for the public subsidy
of transit sys Stems is 10 provide mobility for those without
access 1o automobiiss

Brian D. Tawiar, Prl, AiCP

Redistribution

s While markets can be extraordinarily efficient,
they creates winners and losers
— While civil society sheds few tears for an
entrepreneur whe loses his shirt
- There is more concern for those left behind because
of age, disability, or other factors beyond their controf
« One of the principal rationales for the public
subsidy of ransit systems is to provide mobility
for those without access to automobiles
- But “user-side” subsidies (such as taxi vouchers) can
help those left behind without direct public provision
of transit

Brian D. Tayior, PhiD, AICP

Transporiation revenues are
generated in two ways

s Consumers or firms choose o purchase

goods and services through marketls

— Purchase a car

— Ride on a bus

-~ Choose to pay for uncengested travelon a
privaie toll road

~ if's the sale of the good or service — and not
the public/private parinership - that generates
the revenue

13



Transporiation revenues are
generated in two ways

« Consumers or firms choose to purchase
goods and services through markels

« YWhen laxes or fees are assessed on some
group of people or firms

- Property tax revenues 1o a privaie contractor 1o re-
pave local stresis

— Fust tax revenues o a public agsncy o design a new
highway

-~ Sales tax revenues to a private firm io operate transit
services under g contract with a pubiic entity

Srian D. Tayior, PhD, AIOP

Transportation revenues are
generated in two ways

« Consumers or firms choose to purchase
goods and services through markeis

« When taxes or fees are assessed on some
group of people or firms

¢ It's the sale of goods/services or taxation
that generates the revenues

~ Not the public/private parinerships in and of
themselves

- PPPs are instead a means to an end

Brian D. Tayior, Phiy, AICP

Which way to go?

s There are many sound arguments for {1}
borrowing to pay for transportation
faciiities and (2} increasing the private role
in fransportation provision
— But it's important to keep in mind that neither
of these approaches actually generates
raevenues for transporiation

—They are better seen as shralegies for
financing and managing proiects

14



Questions? Comments?
biayvior@ ycla.gdy

310-903-3222

15



innovative financing is based on
identifying new revenue Sowrces
such as:

v Tofls
= Congestion Management: 81 Express Lanes
New Project: RCTC's Proposed 15 Express Lanes

o

®

dew “Greantietd”:

v i most of the region...
¥ Container fees
= Truck lanes from San Pedro Ports to intand Empirs
= 710 fruck lenes Phase 1
¢ Regional Rall Expansion and Grade Separation Preject

v Yehicie Miles Traveled (VHT) fees

+ Dregon DOT has piot program

g1 Express Lanes Example

91 Express Lanes Eastbound
Peak on Thursday afternoon

9t Express Lanes Example

T

Tolls; Congestion Management;
Current Toll Schedule

W

&nasernat

et



91 Express Langs Example
Telig; Congestion Management; Only 14
hours adiusted of 2 total of 338 howrs...

Weatbound - Annuri COLA
adiustinanty only

¢t Express Lanes Example

Totis; Congestion Management;
Fiscal YTD Performance

el
e
Beven

over
Forecast F

Volliner 2203 Forevast

FY 2007 +3%.

" A of daraury 312007

Mew Project - RCTC Exprass Lanes
Example

v Blany Call 8 -heip county tation ias project funding
gaps snd beliave that tokls or "user fees” can significantly accelerate
project delivery.

RCTC has stated.

k4 “While the new et el 2 heakhy, gr

3
A witt not be sufficient to fund prierky projects in the first 10 vesrs of the
2009 Messwre A FY 2090-2018). As originally projected in the Messure A
sxpenditure plon, state snd federal funding will be needed and oven then.
revenues wil fikely fall short...Other options couid be through the
utitization of user fees such atolls...”
“In o tyest case scenario, 0¥ rosds offer the p ise of providing addith

& that can be fi R their own private

revenue stream.” ”




Mevr Projsct - RCTC Express Lanes
Exzmiple

8) Adopt as a priority, the construction
of two tolled express lanes in each direction on the -1

New Project - RCTC Express Lanes
Example

< Public/Private Financing and Delivery Plan Ad Hoc Commitiee and Sta#
Recommendation 12/13/06 :

AER

7) Seek legislative approval for toll facilities on the -15

¥ Wili tolling acceterate RCTC's I-15 project delivery?

°  “Compared to & pay go strategy, the i-15 project could be
accelerated 10 to 20 years with tolis” RCTC Staff

Potential Strategy ~ Container Fee
Example for Truckways

v Reasonable truck tolls alone are insufficient to finance proposed
Phase t 710 truckways ...
v Container fees (similar to ACTA} are neaded to supplement ruck

tolls

3 o ofa charge for ail TEUs generates
substential cash flow
Centainer charge for i TEUs mitigates financiat visk of siart-up
truckways tolf voad

C: iner fese could be d before fruckways constructh

order to ereate equity and pay for start-up casts and interest during
constriction
The San Pedro Ports enjoy significant advaniages ovsr rivals

»  Shippers ultimately understend that time squals money




Potentist Strategy ~ Container Fee
Example for Regionz! Rail Expansion
and Grade Separation Project

v Container fees (similar to AGAT) are neecad o suppiement locs!
funds, tax-exempt financing, Siale gra Federat financial support
*  Bevenue projections of 2 container charge for gl TEUs
generates substantial cash fiow
> The Regionat Hait Expansion and Grade Separation Project
wres a complex setofr iz streams, granis and
Federa! guarantess; container fees are oritical in crder to fil
projected as well 28 unforeseen funding gaps
. The San Pedro Poris enjoy significant advaniages sver rivals

i s ultimately understand that time eguals money

innovative Financing Needs Innovative
Procurement Options

v Pubtic Private Partnerships (PPPs) are an tnnovative procurement
and t option. £ ies of PPPs in California are:

- Alameda Corridor
. 91 Express Lanes
»  Privately designed, buill, financed and operated from 1895 to
2¢03 by private sector; purchased by OCTA in 2083 and
currently operated by private sector pursuant to 5 year
operating contract
. SR 125 South Bay Expressway
» 11 mile tolt road in San Diege: Macquarie has 35 year franchise

v PPPS in the future?
. i egisiature approved AB 1467 last year for goods movement PPPs
. Administration supports PPPs legisiative amendments to aliow for

Potential Strategy - Container Fees
Available for Board Variety of Project
Requirements

Congestion rs:-iée{ 7
makes San Pedro

Leachman’s 2005 |
study calvulated ;
wrice inclasticlty at |
~§200 par
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Potentiat Strategy — YMT Tax Example

Problem Statement: Fueltaxis ﬁe%f’d&i“ on consumption of fuel.

in the next 10 years, fuel economy ? new vehicles is expected to
fHy improve, On 8 per vehicle mile basis, this will sauve

?.zes tayes o p fummet.

Oregon DOT asked to design a revenue collection stiategy that can
effectively replace fusls t&x in order to provide fong-term, stable
source of funding for maintenance and improvement of Oregon
reads,

Oregon calcutated that fuel tax revenus in “gents per vehicle-miie

fraveled” {in reat terms} had declined by hislf since 1§74,

Cragen is analyzing VMT Fees: Revenue Sufficiency
Transparency to the Public
Enforceability
Public Acceptance




